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LIBYAN KEY ECONOMIC INDICATORS 


All values in U.S. $ million 
unless otherwise indicated 


Q 


Exchange Rate: % Estimate 
US$1.00 = LD 0.296 Change 1978 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 15,386 
Per Capita GNP, Current Prices ($) 6,130 
GDP 17,025 
Estimated % GDP from oil §& gas 57 
Crude Oil Production, mmBPD avg. 1 
Crude Oil Exports (Est.) 8,242 
Population, millions es 
Labor Force, thousands 700 

Foreign Component, thousands 240 
Average Unemployment (Est. %) 2 


MONEY & PRICES (all at yearend) 


18,000 
6,520 


COU MUNN KE WOOL 
NONNOUWOA LHS 


Money Supply 

Currency in Circulation 

Comm. Bank Demand Deposits 
Discount Rate, percent 
Consumer Price Index (1975=100) 


BALANCE OF PAYMENTS §& TRADE 


Gold & For. Exch. Reserves (y.e.) 
Balance of Payments 
Balance of Trade 
Exports, FOB 
U.S. Share 
Imports, CIF 
U.S. Share 


Main Imports from U.S. (1977): 


Non-electrical machinery - $116.4 million, including construction and mining 
equipment - $33.7; transport equipment - $70.4 million, including aircraft and 
parts - $20.1 million; electrical machinery - $38.6 million; chemicals - $11.9 
million; tobacco and cigarettes - $9.8 million; food, feed and live animals - 
$7.2 million. 


Sources: IMF Direction of Trade and International Financial Statistics, Libyan 


Central Bank, U.S. trade statistics, Embassy estimates, 





SUMMARY 


Libya is in the third year of strong boom condi- 
tions resulting from a high level of oil production 
and continuing heavy government expenditure on the 
country's $31 billion five-year development plan. The 
year 1978 will not be so prosperous as the two preceding 
ones because of a slight decline in 1978 oil production 
coupled with a small decrease in oil prices, both due 
to world market conditions. Since the oil sector pro- 
vides over half of the gross national product, GNP is 
likely to increase only slightly during 1978, after 
risirg by 14% in 1977. Imports of goods and services 
have continued at a high rate, raising the possibility 
that Libya will have a negative balance of payments for 
1978. Government policies continue to push Libya toward 
a socialist economy. Although American exporters sup- 
plied less than 7 percent of Libya's imports in 1977, 
U.S. shipments grew by 13% over the previous year to 
$314 million (fob) and should increase substantially 
in 1978. Despite problems in U.S.-Libyan political 
relations, there is scope for expanded exports of U.S. 
goods and services. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


As of late 1978, Libya is completing the third year 
of continuous boom conditions resulting from a high 
level of oil production, high oil prices, and heavy in- 
vestment in economic development. Virtually all of 
Libya's exports and foreign exchange earnings, and some 
57 percent of its gross national product, are from the 
oil sector. Oil production has averaged about 2 million 
barrels per day (BPD) during the past three years. It 
has provided Libya's 2.7 million population with annual 
export earnings of between $8.4 and $9.7 billion and has 
fueled a rise in per capita GNP to some $6,500 per year, 
ranking Libya among the top fifteen countries. (The 
U.S. is Libya's largest customer, taking over a third of 
Libyan oil production in 1977 with an f.o.b. value of 
$3.7 billion.) Following a small decline in 1975, gross 
national product at current prices expanded by 34% in 
1976 and by 14% in 1977. (Consumer price rises for 
these years are officially given as 5.4% and 6.3% but 
their applicability as GNP deflators is questionable.) 





Despite heavy spending for imported goods and 
services in 1976 and 1977, foreign expenditures did 
not keep pace with earnings, and international reserves 
grew from $2.2 billion at the end of 1975 to $4.9 bil- 
lion at the end of 1977. During much of 1978, how- 
ever, the oil market was soft with the result that 
production for the first half of the year was off by 
about 10% and official selling prices were reduced by 
about 2%. Although oil production was higher during 
the second half of 1978, average production for the year 
will not exceed 2 million BPD, or 4% below 1977. The 
consequent decline in export earnings for 1978, coupled 
with continued high foreign expenditures, is likely to 
produce a small deficit in the balance of payments. 
Reserves dropped from $4.9 billion at the end of 1977 
to $4.5 billion at the end of September 1978. With 
reserves of this magnitude, Libya withstood the 1978 
shortfall in oil production comfortably and apparently 
made no significant effort to curtail expenditures. 


Libya's main foreign expenditures are for goods 
and services for its huge economic development program, 
for oil industry transfers, and for military hardware. 
Details of weapons imports are not published, and much 
of their cost is believed to be included in the "imports 
of services" item of the balance of payments accounts. 


According to IMF statistics, imports of services in 
1977 amounted to $3.5 billion, as compared to merchan- 
dise imports of $5.2 billion. 


Visible evidence of Libya's prosperity abounds. 
There is extensive construction activity in all populated 
areas of the country, causing a cluttered, unfinished 
look everywhere; almost all heavy trucks on the highways 
are hauling construction materials; stores of construc- 
tion materials lie in place for years, their intended 
use perhaps forgotten. Tripoli's streets are choked 
with cars, many of them expensive Mercedes and Volvos. 
Demand for goods and services exceeds supply in many 
lines, with a consequent attitude of indifference toward 
customers on the part of many sellers, an absence of 
competition, and the need for buyers to expend consider- 
able effort to buy goods and services at inflated prices. 
Labor of all types is in short supply. With an efficient 
petroleum sector producing the buying power, and with 
the remainder of the economy being progressively so- 
cialized, the trend to supply and demand imbalance may 
be expected to worsen in the short and medium term. 
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There are signs that 1978 government spending 
in some sectors may have exceeded expectations. 
Foreign contractors, particularly those working for 
the military, have experienced numerous difficulties 
in obtaining timely payments for their work, a situa- 
tion that has been painful for some smaller operators. 
Since the government has at all times held in excess 
of $4 billion of international reserves, the problem 
appears to be one of administrative inefficiency and 
failure to arrange supplementary appropriations rather 
than lack of funds. 


Economic Development 


Fueled by petroleum revenues, Libya's current eco- 
nomic development activity is structured around the 
1976-80 "transformation" or development plan. Originally 
fixed at $24.2 billion, the plan's allocations were 
boosted at the start of 1977 to $25.4 billion and at the 
beginning of 1978 to $31.3 billion. The plan aims at 
raising GDP by an average 11% per year with the non- 
petroleum sector growing at twice the rate of the pe- 
troleum sector. The plan attacks almost all perceived 
needs simultaneously - agriculture, industry, utilities, 
transport and communications, as well as housing, health, 
education and other social needs. The priorities are 
shown in the following outline of allocations: 


Libyan Five-Year Development Plan (1976-80) 
(U.S. $ thousands, revised as of 1/1/78) 


Sector 5-Year Allocation 1978 Allocation 


Agric. & Agrarian Reform 1,683,240 368,420 
Agricultural Development 3,304,491 769,288 
Dams & Water Resources 470,209 87,880 
Nutrition & Fisheries Zia ao S35 4a40 
Industry & Minerals 4,072,832 748,760 
Oil and Gas 2,264,600 304,200 
Electricity 3,031,268 574,600 
Education 1, (63,754 412,360 


Information & Culture 
Labor 

Public Health 

Social Security & Welfare 
Youth & Sports 

Housing 


412,106 
211,967 
934,029 
114,099 
209,560 


3,822,915 


82,810 
43,940 
211,926 
21,125 
54,080 
713,180 
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Sector 5-Year Allocation 1978 Allocation 


Security 202,800 45,630 
Municipalities 2,554,364 574,600 
Transport & Comm. S242 7k 487,396 
Maritime Transport 1,262,430 202,800 
Trade & Marketing 251 221 21,970 
Planning & Research 56,784 11,830 
Reserve for Projects 1,384,401 243,360 


Total 31,256,000 6,033,300 


The agricultural sector receives the most attention 
with some $5 billion or 16% of total allocations. Among 
the plan goals is the reclamation of about 350,000 hec- 
tares of croplands and 650,000 hectares for pastures 
and forests in guest of eventual self-sufficiency in 
agriculture. American firms are participating in a num- 
ber of these reclamation projects. The plan's second 
largest category is industry and mining, with 13% of the 
total outlay. Libyan industrial development has already 
made some headway. Export-oriented petrochemical and 
LNG plants are now in operation, as well as import-sub- 
stitution plants producing cement, textiles, furniture, 
food and drink items and other consumer products. Still 
to come are heavy-industry projects such as the planned 
iron and steel mill, an aluminum smelting facility, more 
petrochemical plants and many consumer-goods factories. 
Libya's second-in-command, Staff Major Jallud, recently 
stated that the next five-year plan will emphasize "heavy 
industries in the real sense," including machine tools, 
and that "the revolution will achieve self-sufficiency 
in all fields." 


Spending targets for the already well developed 
petroleum sector are relatively modest at 7.25% of the 
total. The $2.3 billion allotment will cover investments 
of the National Oil Company in exploration and develop- 
ment, in a projected ethylene plant and an export re- 
finery, and in a new ammonia unit to be built alongside 
the existing ammonia plant. The basic goal for petroleum 
is the maintenance of productive capacity at about 2.5 
million BPD, discovery of new reserves to replace the 
oil produced, and development of downstream operations 
in refining and petrochemicals. Although fragmentary 
government reports refer occasionally to 70 to 75% of a 
year's targets having been met, no detailed information 
is available on actual expenditures in the various sectors. 





Petroleum 


As noted above, 1978 oil production declined from 
the 1977 level due to market conditions. Sustainable 
productive capacity is believed to remain at from 2.2 
to 2.4 million BPD and government spokesmen occasion- 
ally mention these figures as the current production 
target. Although most current information on the pe- 
troleum industry is treated as an official secret, 
indications are that drilling activity over the past 
year has been at a relatively high level. Active rigs 
rose from 18 at the end of 1976 to 28 in June 1977, 
compared to 9 at the end of 1975 and 55 at the time 
of the 1969 revolution. As of late 1978, some 27 rigs 
were operating, the great majority in development 
drilling rather than exploration. Exploration activity 
remains at less than a satisfactory level, according to 
the Secretary of Petroleum. Additional rigs are being 
imported for important expansion work by several com- 
panies, including development in the large Sarir- 
Messla fields of the Arabian Gulf Exploration Company. 
Two Russian rigs have reportedly been contracted under 
the Libyan-USSR economic cooperation agreements to work 
in the latter fields commencing in 1979. Dates for 
the construction of a pipeline and start of production 
from the western desert fields near the Algerian border 
and for development of the Libyan offshore discoveries 
have not been announced. 


Social Change Accelerates 


The drive by Libyan leader Qadhafi to transform 
Libya into a socialist society has been accelerated 
Since the March 1977 renaming of the country as the 
Socialist People's Libyan Arab Jamahiriya and the pro- 
claimed transfer of all power to the people. With manu- 
facturing, transportation and communications, utilities 
and banking already heavily or fully nationalized, em- 
phasis in the past two years has been put on the replace- 
ment of private importers by state trading monopolies. 
While the situation is murky, it appears that few private 
importers remain in business following a further strong 
clampdown in the fall of 1978. More shortages have de- 
veloped in the local market as a result, and it remains 
to be seen how successful state companies will be in pick- 
ing up the new business. To the present, small retail 





8 


shops have not been nationalized. The current phil- 
osophy is that they too must be eliminated, to be 
replaced by large markets and department stores, thus 
releasing much manpower for "productive" work. The 
nationalization of the services sector has also been 
recently extended to lawyers in private practice, who 
theoretically now work for a national syndicate, and 

to consultants, architects, engineers, and accountants. 
These and other actions described below have demoralized 
the remaining Libyan private sector. 


A major event in 1978 was the publication in Feb- 
ruary of the "Green Book, Part II" which outlined Col. 
Qadhafi's economic philosophy. It declared that workers 
should be partners in their enterprises, not hired 
hands; that there should be no landlords; and that the 
accumulation of wealth should be prohibited. Imple- 
mentation of the Green Book philosophy began three 
months later when the Government seized all landlords' 
properties (with exceptions for a landlord's own dwell- 
ing and with certain provisions for his sons). Ina 
speech on September 1, Col. Qadhafi urgently renewed 
his earlier demands that workers seize control of their 
enterprises. They did so throughout the country, and 
most enterprises having more than five employees, in- 
cluding state-owned enterprises, have been placed under 
control of worker committees. The petroleum, banking 
and insurance sectors were exempted from this action, 
and foreign contractors working in the country are 
apparently left alone. The ownership of the seized 
enterprises remains unclear, as does the question of how 
profits or revenues will be divided among the workers, 
Practically, it appears that wages are being accepted as 
advances against the workers' shares. While the sei- 
zures are not likely-to promote efficiency, their full 
impact remains to be assessed. According to reports, 
the worker committees have in some cases retained the 
previous management, and in other cases have made major 
or minor changes. i‘any of the larger, government-owned 
enterprises continue to operate with little change, since 
there was already a fair amount of intervention by the 
plant popular committees in management prerogatives. 
Some smaller enterprises ceased to function when their 
owner-managers declined to continue as worker-partners. 


The third major feature of the Green Book Part II - 
elimination of holdings of wealth "surplus to need" and 
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progression toward a society where money is unneces- 
sary - remains pending and methods for its implementa- 
tion have not been disclosed. Bank accounts are 
already under withdrawal controls and there are fears 
of further limitations. With exchange controls, elim- 
ination of rent houses, seizure of private businesses, 
an absence from the market of valuables such as gold, 
fine furniture, Persian carpets, etcetera, there is no 
longer an outlet for investment by Libyans with surplus 
dinars, and large amounts are apparently being held in 
cash. According to Central Bank statements, currency 
in circulation increased by 36.5% to the equivalent of 
$2.8 billion during the first nine months of 1978, fol- 
lowing an increase of 34% for the full year 1977. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


From the foregoing, it is apparent that Libya is 
not receptive to foreign investment. Yet there remain 
several hundred million dollars of U.S. private invest- 
ment in the Libyan oil industry, and some 35% of Libyan 
production is for the account of the foreign oil com- 
panies. Some of these companies are making additional 
investments under agreements with the Government. Sim- 
ilarly, numerous foreign oil-service companies continue 
to operate in Libya as branch offices of offshore com- 
panies or in minority partnership with Libyan interests 
It is conceivable that additional oil-sector companies 
may be admitted, and that American construction compan- 
ies may be allowed to establish Libyan affiliates to do 
business on government contracts outside the oil sector. 
Any such admissions will be through special permission 
from the Government, and will be pragmatic exceptions to 
current policy. 


Future opportunities for American construction and 
consulting companies should be good. Libyan oil reve- 
nues should continue in the next few years at a minimum 
rate of $8+ billion per year, not counting price increases 
which may occur. Most of this income will go to the de- 
velopment program. Major projects are planned or con- 
templated in the iron and steel industry, railroad build- 
ing, petrochemical plants, port development, aluminum 
production, and offshore oilfield development. In addi- 
tion, the development of agricultural and water conserva- 
tion projects, and construction of desalination plants, 
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highways and streets, housing, schools, hospitals, 
markets, municipal buildings and factories will con- 
tinue at a rapid pace. Aside from the petroleum and 
agricultural development sectors, American firms have 
had relatively little participation in the Libyan de- 
velopment program to date, and the big-name constructors 
have been absent from Libya. There are discouraging 
factors - the difficulty in getting started in Libya, 
and at times unfavorable climate of official bilateral 
relations, the tendency of the Libyan Government to 
assign many contracts on a political basis, and U.S. 
export controls which may affect military projects. 
Nevertheless, construction opportunities will continue 
to exist in Libya for those who can surmount the obsta- 
cles, and a number of small and medium-sized American 
contractors have demonstrated that they can do so. 


The continuing Libyan prosperity presents many 
opportunities for U.S. exporters. U.S. exporters in- 
creased their sales to Libya from $231 million in 1975 
to $314 million in 1977, and a further increase to 
$375 million or more is expected for 1978. As shown 
on page 2, machinery and transport equipment made up 
over 70% of U.S. exports in 1977. Export opportunities 
over the next couple of years will lie predominantly in 
the established lines of capital goods - especially 
machinery and transport equipment. Outstanding oppor- 
tunities exist for further sales of commercial air- 
craft, large and small. The Libyan Government and 
contractors to the oil companies will continue to re- 
quire heavy-duty offroad trucks in significant volume. 
Manufacturers of railway equipment should watch closely 
developments on the projected railroads from Tripoli 
into Tunisia and from Misurata southward to planned 
iron ore sources (a tender for the Tripoli-Sfax line 
was promised for 1978 but will apparently be delayed). 
The disappointing record in food and feedstuffs sales 
(only $7.2 million in 1977) should be improvable, par- 
ticularly with the decline of the dollar to which the 
Libyan dinar is tied. While orders for much of Libya's 
basic foodstuffs are placed on a political basis, there 
were reports of a major sale of American wheat early in 
1978 following the visit to Libya of an agricultural 
group from Idaho. An expansion of efforts to sell 
American automobiles of the more expensive types might 
also be worthwhile. Many such cars, which have prestige 
value, have been imported by returning Libyan students 
and some are sold locally but without much promotion. 
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American exporters may encounter problems in the 
next year or so arising from changes taking place in 
the Libyan economy and from U.S. anti-boycott legisla- 
tion and regulations. A current problem is the con- 
tinuing and perhaps final-stage transition from private 
importers to state trading companies. The latter or- 
ganizations may not be as efficient or as eager to do 
business as their private predecessors. Exporters may 
find it frustrating to have as their importer/distribu- 
tor a company which also handles numerous competing 
lines and which in theory does not push one line over 
another but passively takes orders as the market de- 
cides what it wants. Pending complete nationalization 
of the import trade, exporters may encounter situations 
where a national company claims the exclusive right to 
import a given line of merchandise while a private firm 
claims still to be able to import the same material. 

In some cases, private firms have in fact been able to 
get import licenses after a national company had sup- 
posedly taken over exclusive importation of their lines 
of goods. In view of the current uncertainties, an 
exporter dealing with the remaining private importers 
would do well to conduct transactions in such a way as 
to assure payment regardless of whether the importer 
can take possession of the goods. 


U.S. exports to Libya will perhaps continue to be 
influenced by political factors. Libyan officials 
have noted publicly that export opportunities for U.S. 
firms would be greatly improved by warmer political 
relations between the two countries. The United States 
is not among the countries to which the Libyan Govern- 
ment channels import orders for political purposes, but 
U.S. goods have done well in the market on their merits. 
As noted, U.S. exports during 1978 increased substan- 
tially, despite well-publicized bilateral problems. 
U.S. exporters should therefore not be deterred by the 
political factor from seeking export markets in Libya, 
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